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Office of the Supervisor of Loan Agencies,
Room 138, State House, Boston
To the Commissioner of Banks.
Sir:—In compliance with the requirements of Section 98. Chapter 140,
General Laws, the annual report of the Supervisor of Loan Aarencies for the
license j-ear which terminated September 30, 1931, is submitted herewith.
Two hundred and twenty-four loan agencies, engaging in the business of
making loans of S300 and less, were under supervision bj' the Commonwealth.
This number included twenty-two Morris Plan Companies, one hundred
ninety-five other licensed lenders and three companies chartered by special
acts of the legislature. Statistics were compiled for twenty-two IMorris
Plan Companies, one hundred ninety-three other licensed lenders and three
chartered companies, making a total of two hundred and eighteen. Two
licensees reported to the Supervisor that no business was ever done under
their license and four agencies were liquidating their small loans business
and made no new loans.
Ten agencies licensed in the year 1930 were not licensed in 1931. These
were:
A. E. Lyon & Company, Worcester.
Unity Loan and Finance Corporation, Boston.
T. J. Ready Company, Lynn.
Good Fellows Associates, Boston.
Gardner Loan Association, Gardner.
Financial Service Plan, Lowell.
Citizens Finance Corporation, Framingham.
Plymouth County Finance & Loan Company, Brockton.
Chipman Finance Company, Boston.
Cradock Finance, Inc., Medford.
Thirty-nine new licenses were granted. One application was made but
withdrawn before the license was issued. Thirteen licenses were denied and
four were suspended.
The lenders licensed in 1931 but not the previous license year were:
Industrial Bankers of Fitchburg, Inc., Fitchburg.
Globe Discount & Finance Corporation, Gardner.
Atlas Finance Corporation, Park Square, Boston.
Simco Finance Corporation, Boston.
First Citizens Bankers Corporation. Haverhill.
Industrial Bankers of Northampton. Inc., Northampton.
Chicopee Falls Security Corporation, Chicopee.
Industrial Bankers of Cambridge, Inc., Cambridge.
Industrial Ikinkers of Chelsea, Inc., C^helsea.
Industrial Bankers of Dedham, Inc., Dedham.
Auto Finance Corporation, Lawrence.
Industrial Bankers of Everett, Inc., Everett.
Industrial Bankers of Marlhorougli. Inc., Marlhorougli.
liuiustrial liankcrs of Mcdfonl, Inc., Medford.
Industrial l^ankcrs of Natick. Inc.. Natick.
Industrial Bankers of Newton, Inc., Newton.
Industrial Bankers of IN'al)ody, Inc., Pcvihody.
Industrial Bankers of IMynioutli. Inc., Plxinout li.
huiustrial Bankers of Boslind.ale. Inc., HoslindaU>.
Industrial Bankers of Wohurn, Itic, \\'ol)urn.
Industrial Bankers of Worcester, Inc.. \Vorcest»>r.
Industrial Bankers of Milford, Inc., Milford.
Industrial Credit Corporation of New England, Lowell.
Industrial Bankers of Boston, Inc., Boston.
Now Method Loan Company, Worcester.
State Loan Company, Sonierville.
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Guaranty Loan Plan, Inc., Springfield.
Malone Finance & Acceptance Corporation, Worcester.
Alpha Finance Corporation, Springfield.
Boston Finance Company, Quincy.
Conservative Credit System of Mass., Inc., Boston.
Boston Finance Company, Maiden.
Ideal Financing Association, Inc., Roslindale.
Commercial Acceptance Corporation, Worcester.
Eagle Finance Company, Fall River.
Motor Credit Corporation, Worcester.
First Personal Bankers, Inc., Springfield.
Household Finance Corporation, Boston.
Household Finance Corporation, Worcester.
The licensed small loans business began to feel the effects of changing
business conditions during this period. The difficulty of lenders in obtain-
ing additional capital with which to operate and the difficulty experienced
by borrowers out of employment, or working only part time, in making
repayments, has resulted in greater care on the part of the loan agencies
in making loans, and has resulted in a much greater number of interviews
with the Supervisor to endeavor to adjust the borrowers' circumstances to
his ability to repay loans. Although the Supervisor has interviewed and
investigated the cases of many more borrowers than ever before, it should
be stated that the cases do not disclose any evidence of illegal practices
or intentional overcharges by the licensed lenders. Based on this wide
experience, the statement is warranted that the Massachusetts Small Loans
Act has achieved one of its major purposes of driving unconscionable high-
rate lenders out of the state by permitting legitimate capital, invested in
Massachusetts companies by Massachusetts investors, and managed by
Massachusetts citizens, to operate under the law and the regulations.
The great majority of the cases coming to the attention of the Supervisor
are eases where the borrower, since the time of applying for and receiving
his loan, has had illness, or misfortune, or has become unemployed. In
such cases the Supervisor has not hesitated to ask licensed lenders to make
adjustments, in other words, to give up their legal rights under their con-
tracts with their borrowers. It is only justice to record that the licensed
lenders have given full co-operation to the Supervisor; it is rare indeed for
his request not to be honored. Desiring to minimize and not accentuate
the difficulties arising out of the depression, all the lenders who have formed
the Massachusetts Association of Personal Finance Companies notified the
Supervisor that they had voluntarily agreed: first, that in no case where
the Wage earner was unemployed would any chattel mortgage be fore-
closed; second, in cases where the family was receiving public or private
aid, interest on the loans would not be collected but would be deferred or
waived. Further than this, there are scores of cases in which the lenders
have, in view of unusual conditions, remitted part of the principal of the
loan, or even forgiven the whole debt.
The depression has brought to light a special problem that must be reme-
died. Hard times tend to induce persons to borrow more than they should.
When a man applies for a small loan, he is always asked if he has other
loans, and their amount. Being under economic pressure the applicant is
tempted to conceal his other indebtedness. Better ways and means can
be devised to protect such borrowers from over-borrowing or from over-
extending their credit which, in small loans just as in large loans, is disastrous
to borrower and lender alike.
An Exchange Bureau on applications for loans is most desirable, if used
by all licensees in the Boston Metropolitan District and would keep borrowers
out of some difficulties now experienced by them, since there is no effective
check in Boston, at the present time, on the obtaining of more than one
loan on the same or similar security. At the suggestion of the Supervisor
a start has been made by the loan agencies in Metropolitan Boston in the
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matter of operating a Bureau for the exchange of information on applications
for loans. In Worcester. Springfield and several other cities there are either
Exchange Bureaus on applications for loans of licensed lenders operated
in conjunction •n-ith the Board of Trade or Chamber of Commerce, or at
least an exchange of information between groups of offices in these com-
munities to prevent licensees "doubling-up" on small loans.
A practical illustration of the above difficulty is illustrated by the ca^e
of a woman school-teacher, that was brought to the attention of the Super-
visor by her attorney who sought co-operation in adjusting his client's
indebtedness on a basis within her ability to settle, after she had borrowed
repeatedly, until she had obtained ten loans from eight different lenders
and found herself unable to meet her obligations. Originally she borrowed
$100 of a licensed lender who makes loans to school-teachers only. It
appears she has been a customer since and. from her statements to the lender,
it was believed she had no other loans. However, it developed later that
she obtained loans of other licensed lenders under similar circumstances.
It also appears she obtained loans of lenders outside of this Commonwealth
and of lenders who gave her amounts in excess of S300, the making of which
is not regulated by law in this Commonwealth, the transaction being a
matter of contract between borrower and lender on which any rate may be
obtained by the lender, provided both parties to the contract agree and
the rate is stipulated in the note.
If this school-teacher, in her applications for loans of licensed lenders,
had answered questions strictly according to fact and stated the real pur-
pose for which she wished the loans and acknowledged indebtedness to
other lenders, many loans which she obtained would not have been granted.
The Supervisor of Loan Agencies has been informed that the first loan
she obtained was probably for the purpose of settling a lawsuit which the
teacher believed might involve another member of her family. The amount
was $100 and was borrowed early in May, 1926. In the nine months until
February 2.3, 1927, she paid $25.38 for interest, and on this latter date she
borrowed $25 additional on which she paid interest until July 1. 1927. when
she borrowed $75 more, making a total of $200 of the lender's money in
her possession. On this amount she paid interest until May 1, 1930. when
she increased her loan by borrowing an additional $100. making $300 the
amount she was indebted to this lender. She obtained a loan of $100 in
July, 1927, of a second lender and increased it from time to time in a similar
manner. In all probability this lender would not have granted her this
loan had she stated she was indebted to the other lender who specializes in
school-teacher loans. In January, 1927, she obtained $200 from a third
lender who does not specialize in loans to school-teachers and who believed
from her statements that she was not a borrower elsewhere. In August.
1928, she obtained $200 from a fourth lender and claimed to the lender that
she was not indebted for loans anywhere. In November, 1929, she ob-
tained $200 from a fifth lender, to whom she slated she had no outstanding
loans with any loan Jigency. In May, 1931. she obtained $300 of a sixth
lender who was practically just starting as a licensed lender, and to this
lender she gave as her reason for needing the loan, dental and medical ser-
vices. In Sepl('inl)er, 1931, she obtained another $300 loan from a seventh
lender who, just prior to that time, had also obtained a license to engage in
the business.
In July, 1931, she applied in a nuddle western state for another loan of
$300, but investigation by that lender re\('aU'd that she was indebted at
least $:i()() elsewhere. Ui)on her stateinenl that her total indcl)fe(lness was
.$300 and that her salary was $!(»() a month, that lender dejMucd it not good
credit practice to advance her more than $200, which was the amount she
obtained.
In this way she was indebted to ten difTereiit lenders for approximately
$3,500 and had jjassed her ability ever to pay in full. Six of tliese lenders
were licensed in this Commonwealth, one operated from another state, and
three loaned amounts in excess of $300 and therefore were not under state
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supervision. One of the six licensed lenders had made her two separate
loans.
Finally, after the Supervisor had had all the facts presented to him, and
had thoroughly investigated all transactions, all the lenders settled their
$3,500 indebtedness for 30 per cent of the amount of the teacher's entire
indebtedness. Her attorney wrote to the Supervisor of Loan Agencies
thanking him for his prompt and appropriate investigation and handling of
the matter, and commended the lenders for the manner in which they had
dealt with the unfortunate situation, when once they had become fully
aware of its nature.
The reason for submitting the long detail of the above transaction is be-
cause of the distorted manner in which it was presented from outside sources
to the press and given nation-wide publicity. It is also to impress the fact
on licensed lenders that a credit bureau of all the licensed lenders restricting
a borrower to not over two simultaneous loans, would have prevented its
occurrence.
During the license year ended September 30, 1931, the twenty-two Morris
Plan Companies made 50,095 loans of S300 and less amounting to $7,535,-
002.45. The employed capital for these companies was $5,242,317.26.
The three chartered companies made 82,475 loans amounting to $4,904,-
396.34. The capital employed was $3,023,898.65. One hundred ninety-
three other licensed lenders made 159,022 loans amounting to $23,850,060.75.
The employed capital for these one hundred ninety-three lenders was
$16,480,761.95. The total number of small loans made by licensed lenders
in Massachusetts was 291,592, amounting to $36,289,459.54, showing an
increase in the number of loans over the previous license year of 22,126,
amounting to $3,002,436.63. The employed capital in Massachusetts of
all companies under State supervision was $24,746,977.86, resulting in net
earnings of $1,676,482.02, equaling 6.78 per cent.
Respectfully submitted,
EARL E. DAVIDSON,
Supervisor of Loan Agencies.
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